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Q. Please state your name, position and responsibilities for the record.1

A. My name is Maureen Kenney.  I am Manager of Integrated Health Services at Bath 2

Iron Works, which includes the health-related benefit plans and health and wellness 3

activities.  My responsibilities at BIW also include the development and 4

implementation of approaches aimed at improving the quality of medical care 5

received by BIW families, and developing employees and family members as critical 6

consumers of healthcare.  I am in charge of a variety of activities related to this 7

responsibility, for example, I am in charge of managing key health plan vendors and 8

the programs they deliver to BIW employees and families.  I chair the Joint 9

Committees on Healthcare Costs and Quality with our four labor organizations.  I am 10

responsible for coordinating our communication efforts with BIW employees and 11

families on the choices they need to make around health plan options during our 12

Annual Enrollment period.  I actively participate on Maine Health Management 13

Coalition committees and serve as chair of their Employee Activation Steering 14

Committee, as well as serving on a variety of Pathways to Excellence committees.  I 15

am also on the Board of the Maine Health Data Organization and the Maine Health 16

Information Center.17

Q. How would you describe your healthcare strategy?18

A. Our most productive employees are healthy people who function well at home and in 19

the community. Therefore, our vision is quite simple.  In order to build ships 20

productively, we need our employees to be healthy, both in body and in mind.  We 21

also know that when our employees are not well and need to access the medical 22

system in Maine, they do so with limited information on quality and cost.  We also 23
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know that about 30% of all direct healthcare costs are due to poor quality, and on top 1

of that, about 50% of all healthcare costs are the result of unhealthy lifestyle 2

behaviors such as obesity, smoking, and substance abuse.  Therefore, we believe that3

there is a strong business case for targeted strategies designed to address unhealthy 4

behaviors, and when services are needed, they produce positive quality and cost 5

outcomes.  Our targeted approaches recognize that in order to get our arms around 6

cost, we need behavioral change on the part of all the healthcare constituents, 7

including ourselves as purchasers of healthcare, the healthcare providers and our 8

employees and families.9

Q. Can you describe briefly Bath Iron Works work force?10

A. The workforce is 91% male.  Our average age is 48 years, and our average length of 11

service is 20 years. Since we have little turnover and have not done a significant 12

amount of hiring over the past five years, the average age of our work force has 13

increased every year.14

Q. What is the number of employees that are covered by your health plan?15

A. We have a little over 5,600 employees as of March 2006.  There are approximately 16

6% that do not opt to use our health plan because they have healthcare coverage 17

elsewhere.  18

Q. How about with dependents who are also on the plan and retirees, etc.?19

A. We have about 1.6 dependents for every employee, which puts us at about 14,500 20

total covered lives.21

Q. You mentioned a focus on quality as part of your core responsibility.  Is cost also 22

a concern to Bath Iron Works? 23
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A. Cost is definitely a concern, however we believe that strategies focused solely on cost 1

containment are not effective, and we’ve chosen to emphasize the quality of 2

healthcare as a more meaningful and sustainable approach. We believe that we must 3

work with the provider community, health plans, and other employers to measure and 4

report on the quality of healthcare.  We believe that by publishing this information to 5

our employees we will drive improvements in healthcare quality in the local market, 6

and as a result it will be a better cost outcome for everyone.  7

Q. Are there any national studies to support your view that quality and cost are 8

related?  In other words, that poor quality, for example, increases cost?9

A. There are several studies that I am familiar with.  First, the Midwestern Business 10

Group on Health and the Juran Institute Study estimated that approximately 30% of 11

all health care costs are driven by poor quality and inefficiency.  And, what that 12

equated to in 2003 dollars was about $1,700 per employee per year in additional and 13

unnecessary cost.  Certainly the often quoted Institute of Medicine statistic that up to 14

98,000 people die each year in America’s hospitals from preventable medical errors 15

has a human and financial cost associated with it.  There is the Leap Frog Group that 16

is promoting evidence-based practices that have research behind them suggesting if 17

hospitals implement certain safety practices they will significantly reduce their error 18

rates.  Dr. Judith Hibbard from the University of Oregon has published research 19

findings that indicate making quality information public results in significantly more 20

quality improvement efforts at hospitals, more so than if the quality metrics were just 21

used for internal reporting purposes. Also, the RAND study published in the New 22

England Journal of Medicine in 2003 concluded that patients receive care 23



5

recommended by medical evidence only about 50% of the time, so we have 1

concluded from this study that there is a lot of unnecessary dollars associated with 2

suboptimal care and therefore a lot of opportunity to reduce cost by improving 3

healthcare quality. Just this week I read a news release from the Michigan Health & 4

Hospital Association on a two-year project in Michigan that focused on ICU safety.  5

Through the efforts of 120 Michigan ICU’s and 70 Michigan hospitals implementing 6

practices known to improve patient safety, they estimate that over 1,500 lives were 7

saved, with a health care dollar savings of $165 million.8

Q. You mentioned that you are responsible for developing and implementing 9

programs aimed at improving the quality of medical care received by your 10

employees.  Can you describe what types of programs you have put in place?11

A. The way I describe our approach is one of engagement.  We have four groups we try 12

to engage in a meaningful way; our employees and family members, our union 13

leadership, providers in our local healthcare market, and national resources.  For our 14

employees, we work with CIGNA to ensure the right programs are in place, such as 15

disease management, catastrophic case management, health risk assessments, mail 16

order pharmacy.  We have our health and wellness program, Building Healthy Ways,17

which is a collaboration with all four unions and management to promote concepts of 18

accountability for your own health status, and ideas for how to better self-manage 19

conditions you may have; this program effectively engages not only our employees 20

and families, but the union leadership as well.  It is designed to improve the overall 21

health of our employees and family members.  This is a win-win for everyone, since 22

our employees realize better health outcomes and are more productive at home and 23
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work.  We also have Joint Committees on Healthcare Costs and Quality with our four 1

unions, whose primary focus is working with providers on quality and safety of 2

medical care.  As for the healthcare market, we have done a number of outreach 3

efforts to engage the physicians who treat BIW employees and families by offering 4

shipyard tours, and sending out a Resource guide that explains our major 5

manufacturing jobs, ergonomic accommodations, etc.  We are also actively involved 6

as a member of the Maine Health Management Coalition, an organization focused on 7

the measurement and reporting of quality data to inform employer and employee 8

decisions about healthcare.  As for leveraging national resources, we are a member of 9

Leapfrog and the National Business Group on Health.10

Over the past few years, BIW has been recognized for our outstanding efforts 11

by a number of state and regional groups.  For example, in 2004 we received the New 12

England Employee Benefits Council Best Benefits Practice Award for our 13

comprehensive healthcare and health and wellness programs and efforts to outreach 14

to our employees and families. In 2005, we received the ACCESS Health - Healthy 15

Maine Partnership Excellence Award for Healthy Eating & Active Living. And in 16

2006 we received the Governor’s “Contest for Communities” Award on Physical 17

Fitness, Sports, Health & Wellness. I think it’s ironic that the state of Maine is 18

recognizing employers for implementing programs promoting Health and Wellness, 19

but is un  willing to acknowledge the potential financial impact this has on overall 20

healthcare spending.21

Q. Do you believe that any of your activities have been effective at deriving cost 22

savings for Bath Iron Works?23
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A. Cost avoidance is a more accurate term, and I do believe that our health claims 1

experience is lower because of our efforts, that our trends are lower than they 2

otherwise would have been.  When I started in this capacity two years ago, I looked at 3

a number of national studies to validate that what we already had in place were the 4

right programs, and to look for areas where we might do things differently. One of 5

the studies was published in 2003 by Watson Wyatt and the Washington Business 6

Group on Health.  The study identified a subset of high performing organizations that 7

have beat their health care budget projections and maintained high levels of employee 8

satisfaction with their benefit plans.  They identified practices used by these high 9

performers, such as helping employees be more informed consumers, using benefit 10

design more effectively, planning and strategizing about healthcare.  The Corporate 11

Leadership Council also came out with a similar study in 2002 that outlined key 12

strategies for employers to effectively manage costs, such as plan design, cost sharing 13

and employee lifestyles.  BIW’s healthcare strategy is consistent with the 14

recommendations from these two studies.15

Q. Can you point to some specific examples of cost avoidance realized through your 16

efforts?17

A. I can point to several examples where we’ve calculated cost avoidance or in some 18

other ways documented a positive change in behavior among our covered lives. I’ll 19

start with a modest example.  In 2003, BIW sent out a Well Informed Self Care book 20

to all BIW households, and later that year surveyed households to find out how the 21

books were being used.  Many of the respondents indicated that they were able to 22

avoid an unnecessary doctor or emergency room visit.  We estimated the cost 23
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avoidance from that one item was close to $100,000.  A much more significant 1

example is our disease management program.  Based on our high participation rate of 2

those with low back pain, asthma, diabetes, and coronary heart disease, CIGNA 3

estimated that from mid-year 2003 to 2004 we realized a reduction in spending of 4

$1.6 million.  CIGNA’s catastrophic case manager also estimated about $400,000 in 5

savings based on her interventions in 2004.  We have a cancer management program 6

in place through Quality Oncology, with estimated savings based on their case 7

management services of nearly $400,000 over two years.  I also can tell you that from 8

2003 to 2004, BIW covered lives increased the number of Preventive Visits and 9

Preventive screenings they had, and I believe that this is a direct result of our 10

Building Healthy Ways promotion on the importance of these visits.  11

Q. Can you think of other examples where you know you’ve had an impact but may 12

not be able to directly attribute savings to them?13

A. The Joint Healthcare Committee in 2004 published a Hospital Report Card on key 14

measures of quality and safety. The response from our employees was positive, the 15

response from the medical community was, at best, guardedly positive and at worst, a 16

mixed reaction depending upon where their hospital rated.  After meeting with 17

several CEO’s following the publication of the report card, I can tell you that it 18

generated a lot of discussion among hospital senior staff and Boards of Trustees, and 19

resulted in heightened quality improvement activities.  This is consistent with Dr. 20

Hibbard’s research findings about the impact of publicly reporting quality metrics on 21

hospital quality improvement activity.  22



9

Q. In your opening comments, you mentioned your involvement with the Maine 1

Health Management Coalition.  Can you please explain what your activities are 2

with the Coalition?3

A. I serve as a committee member on their Pathways to Excellence Program and as chair 4

of their Employee Activation Committee.5

Q. Do you believe that any of the Coalition activities have been effective at deriving 6

cost savings for employers like Bath Iron Works?7

A. Because of Coalition efforts, we have a statewide website that reports on primary care 8

physician and hospital quality measures, and a coalition-wide claims database. BIW 9

and other employers rely on the website and database to better understand what’s 10

going on in the healthcare market in the state, and we direct our employees to the 11

coalition website for useful information they can use to make informed decisions.  12

We are also participating in two pay-for-performance initiatives involving the 13

Coalition data.  The first was a joint pilot program between BIW, Maine Municipal 14

and CIGNA.  We established a bonus pool and rewarded top PCP offices based on 15

Coalition Pathways to Excellence measures.  We are also participating in a Hospital 16

Incentive and Reward Pilot program that will conclude at the end of this year.  We 17

have concluded that giving providers incentives on the right quality metrics will lead 18

them to invest in ways to improve the care they provide to our employees.19

Q. Does BIW support the DIRIGO initiatives?20

A. From the start, BIW has been very supportive of the DIRIGO principles and concepts.  21

Our management team has worked cooperatively with all of the various 22

constituencies to try to make the DIRIGO initiative work.  My boss, Dan Roet, has 23
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been and continues to be a member of the Maine Quality Forum Advisory Council, 1

and participated in the Working Group convened by the Superintendent of Insurance 2

last year to try to reach consensus on a number of outstanding issues, including  3

agreement on how to measure cost savings.  We continue to support the goals of the 4

Dirigo Health Reform Legislation of 2003.  However, we believe that fundamental 5

changes to both the funding of the Dirigo Health program and to the DirigoChoice 6

product itself must be made if the program is to achieve the goals of reduced cost, 7

increased access and improved quality and be viable and sustainable into the future.8

Q. Why is BIW concerned with the funding method, in particular, the methodology 9

for determining savings and the resultant assessment on paid claims?10

A. With last year’s savings determination, the objectives of BIW that were not met 11

included:  (1) the methodology used to measure the aggregate savings resulting from 12

the DIRIGO initiative must be reasonable and based on credible and verifiable data 13

and could not be arbitrary and capricious, and (2) the cost savings used for the SOP 14

must be as the result of Dirigo programs and not allow Dirigo to take credit for other 15

private cost savings initiatives and (3) the savings generated by DIRIGO needed to 16

work their way through the entire health care system, that is they must be actually 17

realized by providers and find their way back to the payors.  If any of these conditions 18

was not met, and they were not, then even though these payments would be 19

categorized by legislation as savings offset payments, they are really just another tax.  20

We have similar concerns for this year’s savings determination.21
































































